
TRIP REPORT

PRIVATE SECTOR DEVELOPMENT OF HOUSING
EASTERN EUROPE

HOUSING DEVELOPMENT
DEMONSTRATION PROGRAM

in Stara Zagora and Rousse, Bulgaria

Prepared for

United States Agency for International Development
Bureau for Private Enterprise

Office of Housing and Urban Programs

Prepared by

James Lynch
John Clawson

PADCO

William Claggett
Sharon Van Pelt

ICMA

Contract No. EUR-0034-C-00-2034-00

January 1994



TABLE OF CONTENTS

ABSTRACT . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . iii

EXECUTIVE SUMMARY . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . iv

1 Introduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1

2 An Overview of the Municipal Sector . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2
2.1 General Municipal Powers and Responsibilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2
2.2 Considerations of Governance with Respect to Public/Private Partnerships . . . . . . . . . . . 3
2.3 The Municipality of Stara Zagora . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3

2.3.1 Selected Features of the Economic Structure . . . . . . . . . . . . . . . . . . . . . . . . . 3
2.3.2 Leadership and Management . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4
2.3.3 Planning and Budgeting Priorities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4
2.3.4 Internal Constraints . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4
2.3.5 Relationship to the Private Sector . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4

2.4 The Municipality of Rousse . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5
2.4.1 Selected Features of the Economic Structure . . . . . . . . . . . . . . . . . . . . . . . . . . 5
2.4.2 Leadership and Management . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5
2.4.3 Planning and Budgeting Priorities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6
2.4.4 Internal Constraints . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6
2.4.5 Relationship to the Private Sector . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7
2.4.6 External Constraints . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7

3 An Overview of the Private Development Sector . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8
3.1 The Private Development Community in Stara Zagora . . . . . . . . . . . . . . . . . . . . . . . . . . 8
3.2 The Private Development Community in Rousse . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9
3.3 Private Sector Development Issues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10

3.3.1 Infrastructure . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10
3.3.2 Design Control . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10
3.3.3 Predictability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10
3.3.4 Fairness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10
3.3.5 Land Values . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11

4 Municipal Partnership Roles for the Demonstration Projects . . . . . . . . . . . . . . . . . . . . 11
4.1 Municipal Objectives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11
4.2 The Partnership Role of the Municipalities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12

4.2.1 Creating the Spirit of Entrepreneurial Partnership . . . . . . . . . . . . . . . . . . . . . 12
4.2.2 Preparing the Master Plan and Setting Objectives . . . . . . . . . . . . . . . . . . . . . . 13



-iii-

4.2.3 Assisting with Project Feasibility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13
4.2.4 Facilitating Project Review and Permitting . . . . . . . . . . . . . . . . . . . . . . . . . . . 13
4.2.5 Promoting Fairness and Competition in Free Market Systems . . . . . . . . . . . . 13
4.2.6 Providing Infrastructure and Related Community Facilities . . . . . . . . . . . . . . . 13
4.2.7 Project Management and Contract Enforcement . . . . . . . . . . . . . . . . . . . . . . . 13

5 RFQ/RFP Methodology for Promoting Private Housing Development . . . . . . . . . . . . . 14
5.1 Establishing Specific Development Objectives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14
5.2 Identifying Municipal Sites for Development . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14
5.3 Preparing an RFQ and/or RFP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15

5.3.1 Streamline the Permit Approval Process . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16
5.3.2 Define Relocation and Site Clearance Responsibilities . . . . . . . . . . . . . . . . . . 16
5.3.3 Conduct Market Analysis . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16
5.3.4 Define Proposal Selection Criteria . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17
5.3.5 Prepare a Model Development and Disposition Agreement . . . . . . . . . . . . . . 17
5.3.6 Reviewing Development Proposals and Selecting Developers . . . . . . . . . . . . 17

6 Description of Potential Development Sites . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18
6.1 Municipal Sites in Stara Zagora . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18
6.2 Municipal Sites in Rousse . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21

7 Recommendations for Ongoing Technical Assistance . . . . . . . . . . . . . . . . . . . . . . . . . . . 23
7.1 Short Term Considerations (Next Steps) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23

7.1.1 Review the RFQ/RFP prepared by the municipalities . . . . . . . . . . . . . . . . . . . 23
7.1.2 Assist municipalities to finalize the RFPs and prepare the Development and

Disposition Agreement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23
7.1.3 Assist the Municipalities in Conducting a Pre-bidding Conference . . . . . . . . . 24
7.1.4 Provide Training to Private Developers in Responding to the RFPs . . . . . . . . 24
7.1.5 Assist Municipalities in Evaluating Developer Submittals . . . . . . . . . . . . . . . . 24
7.1.6 Project Refinement, Negotiations and Management . . . . . . . . . . . . . . . . . . . . 24

7.2 Important Parallel Activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25
7.2.1 Training and Information Dissemination . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25
7.2.2 A Handbook for Development Through Public/Private Partnerships . . . . . . . . 26

7.3 Long Term Considerations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26

APPENDICES
Appendix A Meetings with the Municipal Departments of Stara Zagora and Rousse
Appendix B Workshop Agenda: Facilitating Public-Private Residential Development Projects
Appendix C List of Workshop Participants
Appendix D RFP for Housing Projects in Boston, Massachusetts
Appendix E Demonstration Project: Development and Planning Schedule
Appendix F Municipal Objectives: Roles and Responsibilities in Public-Private Development

Projects
Appendix G Administrative Structure: Rousse Municipality
Appendix H Administrative Structure: Stara Zagora Municipality



-iv-

Appendix I Regulation No. 7: City of Rousse



-v-

ABSTRACT

As part of USAID's technical assistance to the private development and local
government sectors in Bulgaria, PADCO and ICMA jointly developed a
demonstration program to provide technical assistance and training to municipal
officials and private developers in the structuring of public/private partnerships to
stimulate private real estate development of municipal land assets.

In November 1993, the first phase of this program was initiated in the
municipalities of Stara Zagora and Rousse. During this mission, the PADCO/
ICMA team introduced municipal officials and private developers to the use of
Requests for Proposals (RFPs) for promoting housing development projects on
municipal lands. The RFP communicates to qualified and interested developers, the
specific terms of the services that will be required to provide to the city and solicits
a detailed description of the developers' plan for providing the desired services.

Prior to the teams' visit to each municipality, local officials had identified
municipally-owned parcels for inclusion in the demonstration program. A primary
objective of the program is to work with the public and private sectors in Stara
Zagora and Rousse toward the development of actual housing projects on these
municipal lands.

As of January 1994, the municipalities of Stara Zagora and Rousse have
prepared draft RFPs for the sites identified for inclusion in the demonstration
program. It is anticipated that the next steps in the program will include:
reviewing, finalizing and releasing the RFPs; preparing a development and
disposition agreement (DDA); conducting a pre-bidding conference; assisting
private developers with the proposal preparation process; and, assisting the
municipalities with proposal review and selection. A detailed program of follow-up
assistance to municipal officials and private developers in Stara Zagora and Rousse
is outlined in Section VII of this report.
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EXECUTIVE SUMMARY

Bulgaria's private real estate development sector operates within an environment that is
undergoing rapid change. The shift from a centrally planned to a free-market economy is not
complete and significant impediments to the development of a fully functioning private housing
delivery system remain.

Private developers and municipal officials throughout Bulgaria are keenly interested in
receiving technical assistance in structuring public-private partnerships for housing development
projects. This interest stems from the recognition that public and private sectors must work
together to remove existing impediments to housing production. Municipalities hold a
considerable amount of vacant and under-developed land which, if developed, could represent a
significant source of municipal revenues. However, municipalities have virtually no experience in
land disposition or in attracting private investment in housing in an open and competitive manner.
Private developers lack experience and skills in market analysis, project costing, marketing and
negotiating with the public sector.

ICMA and PADCO jointly developed a demonstration program to provide technical assistance
and training to municipal officials and private developers in structuring public/private partnerships
to stimulate private residential real estate development of municipal land assets. The program was
initiated on a demonstration basis with the objective of working toward the development of actual
housing projects in two Bulgarian cities, Stara Zagora and Rousse.

The first phase of assistance under the program took place from November 5-19, 1993. During
this mission, the ICMA/PADCO team introduced municipal officials and private developers to the
use of Requests for Proposals (RFPs) for promoting housing development projects on municipal
lands. The RFP communicates to qualified and interested developers, the specific terms of the
services that will be required to provide to the city and solicits a detailed description of the
developers' plan for providing the desired services. The team also explained that an Request for
Qualifications (RFQ), which calls for a response much less detailed than a formal proposal, could
be used prior to issuing the RFP. The advantage of the RFQ/RFP process is that developers not
selected to receive an invitation to submit a proposal (i.e. those not selected during the RFQ
process) do not have to spend resources on the preparation of a proposal; eliminating the bids at
this point will reduce unrealistic bidding and the municipality saves effort on the selection process.

Prior to the teams' visit to each municipality, local officials had identified municipally-owned
parcels for inclusion in the demonstration program. In addition, the team assessed the suitability of
sites proposed by the municipalities for the housing demonstration program. Workshops were
conducted during the latter part of each week and were designed to initiate the first step of
preparing and issuing an RFP for the development of housing on one or more designated sites in
each of the cities. The workshops were attended by municipal officials as well as representatives
of the local private development community.
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This report is based on the initial field visits and provides an analysis of the municipal capacity
for managing housing development partnerships, including an assessment of each city's leadership
and management capabilities, planning and budgeting priorities, internal constraints and the city's
relation to the private sector (Section II). In addition, an assessment is made as to the capacity of
the private development community to undertake such projects in each of the cities; private sector
development issues, such as infrastructure, design control and land value, are also discussed
(Section III). Section IV of the report is dedicated to considering municipal objectives and
partnership roles for the demonstration projects.

The Request for Qualifications (RFQ)/Request for Proposal (RFP) methodology used in the
demonstration program to promote private housing development is provided in Section V. This
methodology follows the suggestions given at the workshops by the ICMA/PADCO team and
reflects the approach favored by city officials in each city. A description of proposed
demonstration sites chosen by the cities is included in Section VI.

The final section of the report (Section VII) gives detailed recommendations for immediate
technical assistance and training that can be provided by USAID, as well as suggestions for
parallel assistance efforts and more long-term considerations. Short-term recommendations (6-9
months) for assistance include: (1) Review and comment on the RFQ and RFP prepared by the
municipalities; (2) Assist the municipalities to finalize the RFPs and prepare and review the
development and disposition agreement (DDA); (3) Assist the municipalities in conducting a pre-
bidding conference; (4) Provide training to private developers in responding to the RFPs; (5)
Assist municipalities in evaluating developer submittals; (6) Assist with project refinement,
negotiations and management. At the end of the 6-9 month period, it is believed that, through the
ICMA/PADCO housing demonstration program, actual housing projects will be underway in
Stara Zagora and Rousse.
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Public/Private Partnerships for Housing Development
in Stara Zagora and Rousse, Bulgaria

2 Introduction

Bulgaria's private real estate development sector operates within an environment that is
undergoing rapid change. The shift from a centrally planned to a free-market economy is not
complete and significant impediments to the development of a fully functioning private housing
delivery system remain.

Private developers and municipal officials throughout Bulgaria are keenly interested in
receiving technical assistance in structuring public-private partnerships for housing development
projects. This interest stems from the recognition that public and private sectors must work
together to remove existing impediments to housing production. Municipalities hold a
considerable amount of vacant and under-developed land which, if developed, could represent a
significant source of municipal revenues. However, municipalities have virtually no experience in
land disposition or in attracting private investment in housing in an open and competitive manner.
Private developers lack experience and skills in market analysis, project costing, marketing and
negotiating with the public sector.

ICMA (under the USAID/ICMA Local Government Program) and PADCO (under the
USAID/PADCO Private Sector Development Program) jointly developed a demonstration
program to provide technical assistance and training to municipal officials and private developers
in structuring public/private partnerships to stimulate private residential real estate development of
municipal land assets. The program was initiated on a demonstration basis with the objective of
working toward the development of actual housing projects in two Bulgarian cities, Stara Zagora
and Rousse.

The first phase of assistance under the program took place from November 5-19, 1993. The
ICMA/PADCO team was composed of individuals with public and private sector development
experience obtained in the United States, as well as from similar work in other countries. ICMA's
team members included Sharon Van Pelt, Assistant Director for ICMA Central and Eastern
European Programs, ICMA Consultants William Claggett, Municipal Public/Private Partnership
Specialist, and Phillip Mayfield, Training Specialist, and Dimitar Doukov, ICMA Local
Consultant in Sofia. PADCO's team consisted of James Lynch, Real Estate Specialist, PADCO
Consultant John Clawson, Housing Development Specialist, and Konstantin Petrov, PADCO's
Local Consultant in Sofia.
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During the field visits to Stara Zagora and Rousse, the team worked in close cooperation with
the USAID/Urban Institute Resident advisor and the local firm, MTK Konsult. Team members
spent one week in each city, with the first few days of each week being devoted to interviews with
elected officials, key municipal staff, and private developers. The purpose of the meetings was to
identify important issues in the creation of development partnerships and to elicit information
pertaining to ongoing future needs in seeing the projects through to completion. In addition, the
team assessed the suitability of sites proposed by the municipalities for the housing demonstration
program. Workshops were conducted during the latter part of each week and were designed to
initiate the first step of preparing and issuing a Request for Proposal (RFP) for the development
of housing on one or more designated sites in each of the cities (see Section V for a detailed
description of the RFP process). The workshops were attended by municipal officials as well as
representatives of the local private development community from Stara Zagora and Rousse.
Officials from two other municipalities were also present (Burgas -- attending the Stara Zagora
workshop and Pleven -- attending the Rousse workshop) and expressed a strong interest in
undertaking a similar program in their respective cities.

This report is based on the initial field visits and provides an assessment of the municipal
capacity for managing housing development partnerships as well as the capacity of the private
development community to undertake such projects in each of the cities. The report also describes
the proposed development sites and the RFP/RFQ methodology to be used in this program and
provides recommendations for ongoing technical assistance to both the municipalities and the
private developers.

4 An Overview of the Municipal Sector

4.2 General Municipal Powers and Responsibilities 

It is important to note several factors pertaining to local government powers and
responsibilities in Bulgaria, as they affect the ability the municipalities have to act in full
partnership with the private sector. In both cities, the team was told repeatedly that cities in
Bulgaria had limited power over their internal affairs and that many, if not most, of the capabilities
cities needed could only be derived from national legislation or administrative direction.

In general, because there is no concept of an independent charter city in Bulgaria, cities must
follow electoral and structural prescriptions of the national government. In addition, planning and
budgeting guidelines are also established by the national government, and local administrators
must accede to priorities fashioned in the national capital.

Both Stara Zagora and Rousse function with what would be referred to in the United States as
a modified strong mayor form of government. With exceptionally large legislative councils, the
cities have some functions overseen by elected officials and commissions. The mayors have
substantial powers of appointment and removal. They chair council meetings and act as the chief
executive officer of the municipality. Heads of departments and municipal ministries serve at the
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pleasure of the mayor. At the senior level of municipal management in both Stara Zagora and
Rousse, there appears be little, if any, experience with professional city administration.

Both cities are required to administer or manage a broad range of services and programs.
Education and health care consume an overwhelming share of the city budgets. The cities are
responsible for collecting all taxes, fees and fines, forwarding the proceeds to the national
government, which returns a portion to the municipality. Taxes and rates are established by the
central government, and the city budget plans are never fully funded. Stara Zagora, for example,
had received only 60 percent of their planned budget through the first three quarters of the year,
and they were uncertain how much more they would receive.

With their scarce funds, the cities must also oversee development, labor and social services,
public safety, and a host of other functions, including the administration of state and municipal
lands, and matters pertaining thereto, such as restitution of property, and attempting to meet the
housing needs of the population. With only about 2.5 percent of their planned budgets (the
percentage would be less if measured against expenditures), both Stara Zagora and Rousse must
cover all administrative costs, including economic policy, budgeting and finance, and the above
mentioned management of state and municipal lands.

4.4 Considerations of Governance with Respect to Public/Private Partnerships

To help understand the current status of the demonstration program and to better focus future
technical assistance efforts, this section considers key features of the workshop cities, Stara
Zagora and Rousse, which pertain to their capacity for managing the partnership process. Based
on interviews and materials provided by the host cities and considering the work of previous
technical assistance efforts, the following presents for each municipality: selected features of its
regional economic structure; aspects of leadership and management in the city; relevant planning
and budgeting priorities; internal constraints affecting performance; and the relationship of the city
to the private development sector.

4.6 The Municipality of Stara Zagora 

4.6.2 Selected Features of the Economic Structure 

Situated in the east central sector of the country, Stara Zagora has a population of
approximately 150,000, and is the capital of a region with perhaps an additional 25,000 people
living in up to fifty villages. Traditionally an agricultural and mining center, Stara Zagora is
developing a reasonably diverse economic base. In addition to food processing, food processing
equipment and chemicals, the region is an important building materials and construction
equipment center, and a budding area for electronics manufacturing and assembly.
Unemployment, at about 10 percent to 12 percent, is two to four points lower than the national
average.

Although there is some uncertainty about the actual market for new housing (not considering
the groups that the municipality must provide for, such as persons who participated in the savers
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programs under the previous governments, individuals displaced by restitution, and the socially
disadvantaged) there is optimism about the state of the regional economy and its need for
obtaining future workers from outside the area. There is visual evidence of construction activity
throughout the city, although actual data pertaining to the amount and type of construction is not
available. This is a problem for developing reliable market information for new housing projects.
(This problem is discussed in great detail below, as an internal constraint on the municipality.)

4.6.4 Leadership and Management

The city and its leadership are committed to development and to obtaining more independence
for the city with regard to the central government. There is strong support in the municipality for
the development of public/private partnerships and a willingness to dedicate necessary staff time
to developing, negotiating (with the private developers) and managing the housing demonstration
project.

The mayor and the chief architect share the attitude that barriers or constraints to development
can be overcome. At least, both indicate that they are willing to challenge the system, to move
ahead and force the issue. There is a presumption that the going will be difficult, but that the
municipality must and will prevail.

4.6.6 Planning and Budgeting Priorities

As indicated above, the operating budget and inadequate funding of municipal services are very
serious problems. Stara Zagora's planned budget for the current year is 812 million leva. Slightly
over 80 percent is allocated to education and health care. The Ministry of Construction budget
plan is for about 54 million leva, or 6.7 percent of the total. The only other funds available for
planning and development related activities amount to 2.7 percent of the planned budget--hardly
sufficient for the planning, data collection, and analytical skills that will be required to sustain an
effective public/private development process.

4.6.8 Internal Constraints 

As the foregoing suggests, constraints within the municipal government to achieving a
successful ongoing public/private partnership for housing lie, in part, in the lack of an adequate
data base for planning and feasibility analysis, and lack of analytical resources and staff
experience. Types of data that are not available for planning include: a comprehensive inventory
of land uses; an inventory of housing by type, location and condition; sufficient demographic
information to yield an understanding of housing needs; infrastructure condition and capacity
surveys; economic profiles and activity projections; and employment and earning statistics.

The time and cost involved in generating the types of planning and development data typically
available in the U.S. are prohibitive at this time in Bulgaria. However, the lack of such information
diminishes the municipality's planning capabilities for formulating a comprehensive housing
strategy and the related activities of planning for growth and economic development.
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4.6.10 Relationship to the Private Sector

Because of Bulgaria's recent history of state ownership of property, it is clearly too soon to
assess the quality or nature of the nascent private sector and its relationship to the municipality.
Perhaps in recognition of this fact, the municipal government has taken a strong position with
respect to the private housing industry in Stara Zagora.

This may be in part because there does not appear to be a strong developer component to the
industry at this stage of the region's evolution to a market economy. That component is being
filled at the present by individuals who appear to operate more as contractors rather than as the
individual or company that manages all aspects of a development project, from conceptual
development through feasibility analysis, design, financing, working drawings, construction and
marketing.

In light of this apparent condition of the industry in Stara Zagora, it is important and necessary,
therefore, that the municipality assume a strong but flexible role of project initiator and
proponent. However, it will be important for the municipality to understand that when the private
housing industry does emerge, it should change its stance and role accordingly.

4.8 The Municipality of Rousse

4.8.2 Selected Features of the Economic Structure

With a population numbering about 200,000, Rousse is the fourth largest city of Bulgaria. It is
situated in the north central region of the country on the Danube River, and as such, it constitutes
the major physical link between Bulgaria and Romania, an important factor in Rousse's economy
(which has been seriously damaged by the trade embargo related to the strife in Bosnia-
Hercegovina).

At USAID's request, ICMA commissioned a separate economic development study of Rousse,
which provides a much better understanding of the nature of its regional economy than currently
exists. As is true in Stara Zagora, a lack of understanding of the dynamics of a region's economy
severely hampers identification of development opportunities that provide jobs and the means to
obtain housing.

Overall, Rousse appears to be well situated for future economic growth. We are told that the
economy is well balanced with a number of new and modern plants for manufacturing, assembly
and other activities. The Rousse port facilities, its free trade zone, successful shipyards, and bridge
to Romania should bring about a tremendous boost to the economy when stability is achieved in
Bosnia. When that occurs, the housing demand in Rousse is likely to increase sharply.

At present, unemployment is running between 12 percent and 15 percent, somewhat higher
than in Stara Zagora, but under the national rate of about 16 percent. As a special note, when the
economy recovers, every effort should be made to open the Rousse airport for regularly
scheduled flights for passenger and freight service.



-6-

4.8.4 Leadership and Management

As is the case in Stara Zagora, the city and its leadership are committed to development and to
obtaining more independence for the city with regard to the central government. There is strong
support for the development of public/private partnerships in the city.

Unlike Stara Zagora, however, city departments are organized in functional clusters and are
responsible to three deputy mayors, appointed by the mayor. There is also a position of City
Secretary, responsible to the mayor, who oversees the administrative functions of the city and
coordinates other activities across departmental lines. Therefore, management of the project may
be structured somewhat differently than in Stara Zagora. (Suggestions for the cities' management
of the project are included in Section VII.)

The municipal department heads, deputies, and staff who were involved in the various
meetings and the workshop were knowledgeable about the partnership process and appeared to
have a sophisticated understanding of the city's role. Due to the higher level of development of the
private housing development sector in Rousse, city staff appeared to have more experience in
structuring public/private partnerships than their counterparts in Stara Zagora. On the other hand,
the two cities share a commitment to pushing the limits of their legal constraints and carrying the
arguments for more local control to the central ministries in Sofia.

4.8.6 Planning and Budgeting Priorities

The principal planning and development activities are housed in the Department of
Construction and the related agencies Economic Activity and Privatization, Municipal and State
Property, and Finance and Budget. The Department of Construction budget is about 94 million
leva, or 14.2 percent of the city's total budget of 668 million leva.

By way of comparison, it is interesting to note that Rousse, although substantially larger than
Stara Zagora, has a total budget 18 percent smaller. On the other hand, the Construction
Department budget is nearly 75 percent larger in Rousse. The major discrepancies are found in the
planned budgets for education and health care, which nevertheless still amount to 70 percent of
the planned budget for Rousse. It should be noted that these budget relationships are for budget
plans, not actual expenditures and reimbursements from the central government. As is the case in
Stara Zagora, the Rousse reimbursement levels are substantially below the budget plan, and likely
to remain so for the balance of the year.

Although housing is a major priority, the public/private partnership demonstration program is
only one part of the city's strategy, as briefly described by the chief architect. However, it is
recognized that the partnership approach, if successful, may represent opportunities to achieve
other elements of the city's strategy, such as using privatization funds to help finance housing,
regulating the price of land, and the likely loss of agricultural land for housing. In addition, other
priorities competing for housing dollars include tourism, economic development and industrial
infrastructure.
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4.8.8 Internal Constraints

As noted for Stara Zagora, there are a number of constraints on the ability of the Rousse
government to act which stem from the lack of information and the financial means to acquire it,
and the lack of planning and analytical skills in the depth needed to meet current needs and future
challenges.

Another internal constraint noted on several occasions pertains to the lack of an effective
capital budgeting system and the related insufficiency of infrastructure for the rebuilding effort
needed to expand housing in the central part of the city. Although this constraint stems from the
lack of funds, it also points to the need for training at all levels of municipal government. In fact,
within the municipality there is a recognized need for a wide range of training programs for
municipal staff and the private sector as well. Training needs relevant to the immediate problem of
mounting effective public/private partnerships for housing are discussed in Section VII.

4.8.10 Relationship to the Private Sector

Based on their participation in the workshop, the private development sector appears to be
better organized and more knowledgeable of the development process than is the case in Stara
Zagora. Consequently, the municipality is in a stronger position to take a true partnership position
on specific projects. This casts the municipality more in the role of initiator, regulator and
evaluator.

This role is reflected in Regulation No. 7 (see Annex I), enacted by the Rousse City Council in
October, 1993. This regulation pertains to the development of housing units and the social and
technical infrastructure of Rousse. Although the regulation specifies various terms and conditions
a developer must meet in certain circumstances, considerable latitude is provided for developers
to take their own initiative on the scope and design of proposed projects.

It should also be noted that the private developers harbor deep concerns about the perceived
lack of openness and fairness of the city's development processes. There appears to be a lingering
mistrust of the public sector based on recent experience. Whether this perception is well-founded
or not, the city will take steps to ensure that the process adopted for the demonstration program
is open and fair.

4.8.12 External Constraints

There are a number of constraints on Bulgarian municipalities which are beyond the scope of
this project but which need to be addressed for two reasons. First, taken individually or together,
the external constraints represent serious impediments to a municipality's capacity to direct and
manage its affairs. Second, each of the following constraints was mentioned repeatedly by city
officials and by participants in the two workshops.

The six most frequently mentioned external conditions, policies, legislative barriers, or
administrative practices which impede municipal progress are:



-8-

Poor performance of the national economy, including debt level, rate of inflation, foreign trade,
and unemployment;
National priorities, mandates and directives with respect to municipalities that do not take into
account the inability of municipalities to respond and/or do not address municipal priorities;
Lack of municipal enabling legislation, or municipal charters. Municipalities are not accepted
as partners in governance;
Inability of municipalities to raise their own taxes, or to obtain a larger share of tax revenues
collected by municipalities;
The slow pace of privatization of state enterprises which slows the rate of local economic
reform and growth; and
Lack of an effective national banking system which would include full service regional banks
with authority to make local investments.

Each of these issues has been the subject of extensive review by a number of agencies. They
are included in this report for the reasons noted above, and to underscore the need for approaches
to public/private partnerships for housing development that can be effective within this restrictive
institutional and economic environment.

6 An Overview of the Private Development Sector

6.2 The Private Development Community in Stara Zagora

Prior to the Workshops, separate meetings were arranged with developers in Stara Zagora and
Rousse to discuss their specific development practice, the local housing market and the nature of
private sector housing development.

The developers in Stara Zagora were primarily contractors who were also developing housing.
This seems to be the typical structure of development companies in Stara Zagora rather than
separate developers that manage the process and contract out for construction. A typical private
development project in Stara Zagora was described as 10 to 15, units constructed on an assembly
of perhaps 2 to 3 privately owned parcels comprising 800 to 1,200 square meters of land area.
Larger developments are being avoided due to lack of financing, difficulty in securing adequate
pre-sales and the uncertainty of building costs and sale prices. Current construction and
development costs were quoted at 4,200 to 5,200 leva per square meter with minimal soft costs.
Sale prices were said to be around 6,500 to 7,000 leva per square meter in a good central city
location and prices for well located ground floor commercial space are around 10,000 leva per
square meter. Developer profit is targeted at around 20 percent to 25 percent of development cost
and profit on construction is an additional 5 percent for the contractor. The maximum that
developers felt they could pay for land was 20 percent to 25 percent of the building area.

No bank financing is being used for construction or permanent loans. All construction is
funded by pre-sales, typically with an initial deposit and regular payments (monthly or at fixed
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intervals) indexed to some published indicator such as the national inflation index or the dollar
exchange rate.

Developers indicated that while there is still demand for housing, there are fewer buyers with
the necessary cash available for pre-sales. Inflation of home prices is also believed to be
substantially lower, quoted at 20 percent to 40 percent annually, than inflation of construction
costs which are averaging 80 percent annually. Some of the inflation impact is mitigated by the
pre-purchase of building materials.

Developers in Stara Zagora seemed reasonably sophisticated with a solid knowledge of
construction costs due to their background as contractors and a relatively good understanding of
the market given the lack of available market data. The level of detailed financial analysis
appeared relatively modest based on the high level of interest in our presentation of a sample
feasibility study. This is probably partly due to the minimal soft costs incurred for design fees,
permits, legal, financing, etc.

The developers expressed strong interest in the development of municipally owned sites,
particularly given the difficulty in securing privately owned sites. A good response to the RFP
would be anticipated if the city offers multiple sites of the quality of the central city sites we
visited and if the city addresses the developer's primary concerns detailed later in this report.

6.4 The Private Development Community in Rousse

Developers in Rousse seemed quite sophisticated, and it appeared that some firms may be pure
developers that contract out for construction and other services. One private developer, for
example, has two projects of 24 and 21 units under construction, has completed 3 projects in
Rousse, has 4 more to start in the Spring and is expanding to other cities. The Rousse developers
demonstrated a clearer understanding of financial analysis, the impacts of inflation, and the
elements of risk in the project and the market. Although the developers admitted there was a lack
of market information and analysis, they had a very clear understanding of what type of units were
selling and they have developed a mix of units within each project that responds to the market and
broadens their market appeal.

The optimum project in Rousse was described as around 20 to 24 units on 4 floors of about
400 square meters per floor with a total development time of 12 to 16 months. Construction costs
seemed similar to Stara Zagora with sale prices and land values being slightly higher. Land values
were said to range from 15 percent to 30 percent of the building area. Profits are targeted at
20 percent to 25 percent in hopes of ending up with 15 percent.

Developers claimed that they were trying to minimize pre-sales to, say, 7 or 8 units out of 24
so that they could achieve the higher sale prices from the completed product. Profits from
previous projects are being rolled over into successive developments to finance construction and
minimize pre-sale requirements.
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There was concern by developers that sale prices have leveled off with the new housing that
has already been developed or is currently planned satisfying much of the pent up demand that has
fueled the high inflation in home prices to date.

Response to the RFP should be strong, particularly given the excellent sites identified by the
municipality, the lack of privately owned sites for development and the strong interest by
developers in the workshop.

6.6 Private Sector Development Issues

During the workshops in Stara Zagora and Rousse, several important issues were raised by
developers regarding development of municipal land by the private sector. The private developers
indicated that the following issues would need to be addressed and/or resolved as prerequisite for
participation in housing development projects that include both the public and the private sectors:

6.6.2 Infrastructure

Location of and responsibility for providing infrastructure to the site must be clear in the RFP.
If the infrastructure is not provided by the municipality or the utility company, the cost for
providing infrastructure must be factored into the supportable purchase price for the land.

6.6.4 Design Control

If developers assume the financial risk for financing, construction and marketing of the project,
they must have control over the type, mix and configuration of the residential units or commercial
space for which they are responsible. The municipality may specify requirements for those units
which they may receive as compensation for the land; the municipality may also establish design
guidelines and zoning regulations for the project to achieve municipal objectives for urban design
and economic development.

Though this opinion was expressed by the private developers, the amount of control the
developer exercises over the design of the project is actually a matter for negotiation between the
city and the developer. Various arrangements have been tried in the U.S. and are possible in
Bulgaria; the amount of control both the private and the public sectors have over project design is
agreed to through a negotiation process.

6.6.6 Predictability

The process of negotiating with the municipality, securing approvals for the project and
managing the development must be predictable so that the developer is not incurring substantially
increased risk or delays due to the uncertainty of working with the public sector. Clear contracts
and a well organized structure for managing the development process and making decisions within
the municipality are critical.
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6.6.8 Fairness

The RFP submission, evaluation and negotiation process must insure fairness to the private
development community. Submission requirements should not preclude younger or smaller firms
from competing. Clear evaluation criteria should be established with an appropriate ranking
system for judging submittals. The developers suggested that the selection committee represent a
cross section of representatives from the municipality, the private sector and independent
advisors. As with design control, various arrangements have used in the U.S. (with the
composition of selection committees varying from project to project) and are possible in Bulgaria.
The municipality decides on the composition of the committee, keeping in mind the need for
fairness and openness in the selection process.

The submittals and the evaluation should be open to public review. The negotiation of the final
agreement between the developer and the municipality should be relatively consistent with the
RFP and the selected submittal so that the fairness of the selection and negotiation process is not
in question.

6.6.10 Land Values

The expectations of the municipality and private land owners regarding the value of their land
may be high, particularly given lower inflation of housing prices compared to construction costs.
The minimum land value established by Regulation No. 7 in Rousse (30 percent of the building
area for sites in the central city) may be prohibitively high for many sites dependent on the type
and amount of development allowed and the costs of construction and infrastructure
improvements.

The municipality should maintain flexibility on land values in order to stimulate private sector
development and achieve their goals for urban design and housing production. The municipality
must also develop the in-house capability to evaluate submittals, the project's financial feasibility
and the supportable land values or they should retain independent advisors to assist in the
evaluation process.

8 Municipal Partnership Roles for the Demonstration Projects

During the workshop and interviews with municipal officials, various municipal objectives,
partnership roles, and operational needs were discussed to identify and better design the
partnership process to achieve tangible results. This section presents these considerations and
Section VII contains recommendations for ongoing technical assistance needs in the two
demonstration cities.
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8.2 Municipal Objectives

The municipal objectives for public/private partnerships for housing are essentially the same for
both Stara Zagora and Rousse. Within the overall context of their housing needs, both
municipalities have an interest in taking the initiative, becoming proactive, and not waiting for all
of the right conditions before proceeding.

They also share an interest in fostering the growth of a developer industry that can work
cooperatively with local government on a large scale commensurate with the availability of land
for housing redevelopment. Within this general context, both cities identified several municipally-
owned prototype sites that could be made available immediately for a demonstration program (see
Section VI).

More general municipal objectives pertained to: promoting home ownership; meeting the city's
housing needs; promoting economic development; generating municipal revenue; stimulating the
real estate market; and enhancing the physical environment. As the cities gain more capacity to
plan comprehensive housing development strategies, each of these objectives will become more
important to the range of housing options that can be made available to the developer community.

For the housing demonstration program on municipally-owned land, specific objectives of both
Stara Zagora and Rousse include: relieving demands from beneficiaries of the Old Savers Act;
compensating former home owners who cannot otherwise receive restitution; and meeting the
needs of the socially disadvantaged.

In the municipality of Rousse, Regulation No. 7 requires that developers submitting
competitive applications must address the purpose of the property in terms of the social
significance of the developer's proposal, the number of jobs that will be created, and ideas about
the future of the property. These requirements translate into project objectives, as well as into
project selection criteria.

8.4 The Partnership Role of the Municipalities

Both municipalities recognize and understand the various roles they must play in creating
effective partnerships. However, the true spirit of partnership, in which each partner brings
something to a venture, and each partner is willing to give up some potential benefit for the
greater good of the partnership, may not be so well understood in both cities.

For example, it was noted above that Stara Zagora views its role as more that of a developer,
in that it prescribes how the private sector participants must meet the municipality's terms.
Considering that the private developer community in Stara Zagora is not well advanced, this may
be the most effective approach for the city at this time.

In Rousse, on the other hand, the private developers appear to be more advanced in their
understanding of the process, and the city can assume more the roles of facilitator and regulator.
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However, it should be noted that during the Rousse workshop, one developer participant stated
that the city did not have a consistent approach to working with the private developers.

In both of the workshop cities, therefore, it is important that their respective roles be
constantly evaluated with respect to the expectations that each sector has of the other and
regarding the conditions affecting each sector's ability to perform the partnership functions. In this
context, the role of the municipality needs to address each of the following characteristics and
functions of a public/private partnership.

8.4.2 Creating the Spirit of Entrepreneurial Partnership

As already noted, the spirit of partnership is extremely important. It leads to the effectiveness
of many other performance factors. In addition, the public sector needs to view its activities as
would an entrepreneur, i.e. willing and able to take risks to achieve results. This appears to be
well accepted in both cities by the elected and appointed officials.

8.4.4 Preparing the Master Plan and Setting Objectives

The master plan and development objectives establish a framework for private sector response.
The designation of certain lands for development provides a level of predictability of public
actions, and setting forth objectives defines decision processes that aid the private sector in
preparing realistic responses.

8.4.6 Assisting with Project Feasibility

The public sector can help with project feasibility by providing gap financing, low up-front
grants and loans, and by contributing of land to a project. This is understood in both cities, but the
lack of planning and management capabilities and inexperience with market driven economic
systems, impairs the municipalities' ability to fully analyze options before negotiating with a
private developer. However, this capability can be achieved through ongoing technical assistance
and training programs, as noted in Section VII.

8.4.8 Facilitating Project Review and Permitting

This function includes site control (land acquisition and assembly, for example), pre-appraisal
as to market value, project phasing and expediting necessary government permits.

8.4.10 Promoting Fairness and Competition in Free Market Systems

As noted above, concern was expressed in Rousse about the fairness of the competitive
processes for housing development. It is essential that the public sector assure participants in the
bidding process that it will be open and fair. The careful and thorough preparation of RFPs can
contribute to achieving this municipal role.
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8.4.12 Providing Infrastructure and Related Community Facilities

Confusion over the provision of infrastructure related to a specific project is of concern to the
private sector in both cities. Careful consideration needs to be given to this issue, as it can make
or break a deal. If the public sector is going to insist that the private sector provide the
infrastructure, then in the spirit of partnership, the public sector needs to examine other ways is
can offset the higher costs to the developers. One way would be to reduce or to relax the share of
a project that the municipality would otherwise insist on retaining.

8.4.14 Project Management and Contract Enforcement

This is a key role for the public sector. Once a partnership has been agreed to, it is important
that the municipality manage its commitments to ensure that there will be no unnecessary delays
due to permit processing or compliance with other agreed commitments. In a similar vein, the
municipality needs to monitor the developer to ensure that the developer's performance meets
agreed standards. The public sector must further ensure that legal remedies are available in the
event that the developer, for whatever reason, fails to comply with some aspect of the written
partnership agreement.

10 RFQ/RFP Methodology for Promoting Private Housing Development

The focus of the workshops in Stara Zagora and Rousse was on how the Request for
Qualifications (RFQ)/Request for Proposals (RFP) methodology could be applied for the purpose
of promoting private housing development on municipal lands. Each workshop was well attended
by municipal officials as well as representatives from the local development community (see
Annex C for list of participants).

A sample RFP, from the City of Boston, Massachusetts (see Annex D), was translated into
Bulgarian and used in the workshops to illustrate specific items typically contained in RFPs. The
municipalities are using this RFP as a model for preparing RFPs for the municipal sites that they
have identified for inclusion in the demonstration projects.

Presented below is a summary of items discussed in each workshop which relate to the steps
involved in applying the RFQ/RFP methodology to promote private housing development on
municipal lands.

10.2 Establishing Specific Development Objectives

The workshops emphasized the importance of establishing specific development objectives as a
part of the RFQ/RFP process. Workshop discussions addressed how municipalities can use the
RFP process to achieve objectives such as: 1) promoting affordable housing; 2) preserving
historic structures and landmarks; 3) stimulating private sector development; and 4) maximizing
economic and social returns on municipal assets. Officials concurred that such objectives should
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be specifically outlined in the RFQ/RFP. In cases where RFPs contain multiple objectives, the
need to rank such objectives in order of importance was also discussed.

10.4 Identifying Municipal Sites for Development

As indicated in Section VI of this report, both Stara Zagora and Rousse have already identified
potential sites for development. Prior to the workshops, the ICMA/PADCO team visited these
sites with officials of the respective municipalities. A portion of each workshop was devoted to
the suitability and attractiveness of the proposed sites for housing development. Workshop
participants representing both the public and private sector agreed that the identification of
municipal sites for development should incorporate the following criteria:

Location
Size
Access to Infrastructure
Clear Title

The importance of site location and size is directly related to market demand. Because the
private developer would assume the risk and responsibility of marketing the housing to
prospective buyers, it is critical that the proposed site(s) could be developed with housing for
which there is effective demand. At present, effective demand is greatest for housing in infill
locations with access to central city amenities and services. Of the proposed sites in Stara Zagora
and Rousse, developers always expressed preferences for central city locations.

In terms of site size, it was generally agreed that sites capable of supporting 10 to 30 units are
most desirable given the need to pre-sell units in order to secure construction financing.
Furthermore, housing developments in the 10 to 30 unit range are of a manageable scale for a
condominium ownership structure. It was agreed that an RFQ and/or RFP should contain a
location and site development map which contains a description of site feature, planning
constraints and other salient information.

Access to infrastructure was also considered to be an important factor in a site's attractiveness
to private developers. It was generally agreed that until mechanisms for funding infrastructure
development exist, new housing should be promoted in areas served by infrastructure. Developers
would, in turn, assume responsibility for on-site infrastructure improvements.

The developers consistently indicated that a fundamental prerequisite for participating in a
development agreement with a municipality is the existence of “clear title” to the site(s) under
consideration. A portion of the workshop was devoted to describing the process and rationale of
obtaining clear title in the United States. In Bulgaria, the municipalities would, in effect, transfer
”development rights” and not freehold interest in the property. Nevertheless, even though the
municipalities “own” many sites, they must secure clearance prior to transferring development
rights.
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10.6 Preparing an RFQ and/or RFP

The ICMA/PADCO team described both the RFQ and the RFP the workshop participants. The
RFQ typically explains the objectives of the proposed service to be provided by the developer;
states the proposed time frame and performance specifications; describes procedures for
responding to the RFQ; and elicits certain information about the potential developer. The
response requested for the RFQ is much less detailed that necessary for a formal proposal.

The RFQ process is used to “prequalify” or “short-list” developers interested in participating in
the project. Once this short-list is developed through the RFQ process, the city can invite the
selected developers to respond to the RFP; such a response would include a complete and
detailed description of a developer's plan for providing the desired services and of the firm's
capacity to effectively pursue the plan.

As a result of the workshops, Stara Zagora has opted to proceed immediately to an RFP
process while Rousse favored a two-step process of an RFQ and then an RFP. Both methods are
used in the United States. The advantage of the RFQ/RFP process is that developers not selected
to receive an invitation to submit a proposal do not have to spend resources on the preparation of
a proposal; eliminating the bids at this point could reduce unrealistic bidding and the municipality
saves effort on the selection process.

The workshops highlighted the need for municipalities to undertake a number of activities as
part of the RFQ and/or RFP preparation process. These activities include:

10.6.2 Streamline the Permit Approval Process

The permit approval process should be streamlined so as to reduce the developer's uncertainty,
costs and time schedule. The permits would be of two types. One would be all the infrastructure
connections to water, sewer, electricity, gas, telephone and heating. The other would be those
associated with the municipality and the state which would permit the site to be developed by the
developer (i.e. planning permits, historic/cultural permits, etc.). At a minimum, the RFQ and/or
RFP should contain a complete listing of all the permits required and the sequence of steps the
developer needs to go through in order to design, build and sell the housing.

10.6.4 Define Relocation and Site Clearance Responsibilities

Relocation and site clearance responsibilities should be defined, in order to ensure that
development can proceed without unnecessary delays. Some of the proposed development sites
are occupied by households who rent from the municipalities; the housing on these sites, however,
is condemned given its poor physical condition. The municipalities indicated that it is their
responsibility to relocate these tenants to other suitable housing.

In terms of site clearance, it was generally agreed that the developer would be responsible for
this activity and the bid price for the building rights would take into consideration for value of the
materials salvaged from the site.
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10.6.6 Conduct Market Analysis

To ascertain the feasibility of proposed development projects, market analysis needs to be
conducted. Such an analysis could be achieved by requiring the developer to submit a market
study or analysis as part of its bid. However, the availability of market data is limited. The
registration system for sales of property, for example, triggers a turnover tax. Because there is no
mortgage involved in most transactions, the cash system is a temptation to register a lower price
than paid. Moreover, most developers use “word of mouth” and direct advertising to attract
buyers. The developers are somewhat suspicious of sharing data with municipalities for fear that
other developers may take advantage of it.

The options are somewhat limited. Through a USAID-funded project, Stara Zagora conducted
a housing survey (a method used in developed market economies as well). This survey has yielded
valuable information to the municipality and could also be shared with private developers to help
them understand their market on a more scientific basis.

10.6.8 Define Proposal Selection Criteria

In order to ensure that developers clearly understand how their proposals will be reviewed and
evaluated, proposal selection criteria need to be defined. Developers also need to be assured that
they are competing on a “level playing field” and the selection process is objective and
transparent.

The selection criteria reviewed in the workshops included:
The percentage of space offered to the municipality in exchange for the building rights to the
property.
The time frame from contract to commencement of construction and to completion of
construction, including the schedule when payments and/or transfer of space to the
municipality would occur.
The development team including references on the developer, the contractor, the investor, the
architect and engineers and the marketing person or organization.
The exterior appearance of the building and grounds.
The financial feasibility of the proposed project.

10.6.10 Prepare a Model Development and Disposition Agreement

As described during the workshops, the instrument that provides the basis for implementing the
partnership is the Development and Disposition Agreement (DDA). This is a comprehensive legal
document that specifies the performance requirements and auditing procedures for a particular
project. The DDA sets forth the specifications for all aspects of the project, including site
preparation and utilization, infrastructure provisions, financing, phasing, scheduling, and the like.
The DDA also provides the basis for resolving disputes, should they arise. Participants from both
cities appear to understand and accept the usefulness of this partnership tool.
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A model DDA should be prepared for inclusion in the RFP, so that developers understand the
legal ramifications of entering into a development agreement with the municipality. A draft DDA
also serves to clarify the program's specific objectives and procedures.

10.6.12 Reviewing Development Proposals and Selecting Developers

In terms of proposal review and selection, it was agreed that there should be a representative
committee of the municipality established to review all proposals. Proposals should be opened by
the committee so that there is assurance of objectivity.

The proposed composition of this review committee varied between the municipalities. Stara
Zagora intended to use the same 5-person committee used for its auctions. Rousse favored an
expanded committee of us to ten persons which would include a lawyer, an economist, a
representative from the Bulgarian Building and Construction Chamber, a Regional Council
representative, the RFP manager, and consultants. Rousse also felt that the deliberations of the
committee should be open to the public to ensure transparency of the process.

12 Description of Potential Development Sites

12.2 Municipal Sites in Stara Zagora

The municipality of Stara Zagora identified four sites, three of which are located in the central
part of the town, and one in the outlying neighborhood of Zheleznik. A brief description of these
sites appears below:
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Site 1: A large, 16 hectare site outside the city center on a hillside above a group of housing blocks. An initial
plan has been prepared by the city for 104 parcels with 202 housing units and additional commercial development.
No infrastructure is currently in place for the development. This site was seen as a less desirable location than the
central city sites, given its size and the potentially high costs of extending infrastructure into the area.

The following sites are smaller, accommodating 20 to 30 housing units, and are located in the central city with
existing infrastructure improvements:

Site 2: Three separate lots facing the back of adjacent midrise apartment buildings on a small street off of one of
the city's major bus and auto routes. Two existing structures are to be demolished and one house is to be retained
and expanded. The site is well located but there is noise from the busy nearby street. The surrounding buildings
and setting are less attractive than at the following sites.
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Site 3: Four lots on a small, quiet, tree-lined street that could accommodate a three story development with the
demolition of the existing structures. The site is well located in a good residential neighborhood close to the
center.

Site 4: Two parcels with two buildings to be removed on a slightly sloping street in a very desirable residential
location. The site could accommodate a small two or perhaps three story building.
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12.4 Municipal Sites in Rousse

The municipality of Rousse identified four sites, three of which occupy extremely desirable locations for
housing development. A brief description of these sites is presented below.

Site 1: A prime corner site across from the University that could accommodate 4 to 6 floors of residential on top
of 1 or 2 floors of commercial and retail uses. This is a highly visible site in an excellent location that would help
form a gateway to one of the more important and architecturally significant university buildings and therefore
should have appropriate design guidelines and review procedures. There is also excellent pedestrian traffic at this
location which will support the ground floor commercial uses.

Site 2: This site is near Site 1 and a park and is surrounded by midrise apartment buildings. The site was originally
planned for an additional midrise apartment block but some of the land has subsequently been restituted and the
site can now be developed as a smaller scale residential development of 20 to 30 units. This also appears to be an
excellent residential location.
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Site 3: A long narrow site on a major street that can accommodate residential and commercial uses. A preliminary
plan has been completed that envisions three staggered building sections that respond to the curvature of the road
and allow for the vertical separation of different types of residential and commercial uses. The new building
would abut the existing adjacent 5 or 6 story building and its height would correspond to that of the existing
structure. The site borders a good residential area and is fronted by a prominent historic structure with significant
architectural character that may be impacted by the proposed development.
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14 Recommendations for Ongoing Technical Assistance

14.2 Short Term Considerations (Next Steps)

Short term actions pertain to the next nine-to-twelve month period. These actions should be focused on
accomplishing the objectives of the demonstration program and laying the groundwork for longer term capacity
building.

Public and private sector representatives in both Stara Zagora and Rousse have differing views of their
respective roles and responsibilities in the partnership process. The proposed technical assistance effort would
focus on developing a better understanding of roles and responsibilities of each sector. Included would be training
for public managers and private developers on how to prepare materials for review and use by the other sector,
such as RFPs and responding proposals.

During the RFP preparation process, the proposal preparation process and the proposal review process,
technical assistance for municipal officials and the private development community should be initiated. It is
expected that this technical assistance program would be carried out in several sessions leading up to actual
housing construction on the designated municipal parcels. It is recommended that the following assistance be
provided over the next 6-9 months:

14.2.2 Review the RFQ/RFP prepared by the municipalities

The municipalities are proceeding with the preparation of an RFQ/RFP that generally conforms to the outline
and sample reviewed in the workshops. Preliminary review of the draft RFPs by the ICMA/PADCO team would
be performed in the United States prior to a return visit.

14.2.4 Assist municipalities to finalize the RFPs and prepare the Development and Disposition Agreement

An outline of a development and disposition agreement (DDA) was provided in the workshop but the team did
not review its terms or contents in detail. Ideally, a draft of the DDA should be included with the RFP when it is
distributed to private developers.

The Development and Disposition Agreement (DDA) is a key document in the execution of a project by the
municipality. The DDA becomes the basis for negotiations between the municipality and the developer. Technical
assistance should focus on the DDA as the most important tool for project management and contract enforcement.
It establishes the parameters for auditing developer progress and resolving disputes that might arise from time to
time.

Based on a review of the draft RFPs prepared by Stara Zagora and Rousse, the ICMA/PADCO team could
initiate the preparation of a DDA in the United States. The DDAs could then be finalized as part of the team's next
visit to Bulgaria. The primary purpose of this visit would be to finalize the RFPs and to ensure that they are
prepared for distribution. Such a visit would also be used to plan for a pre-bid conference, hosted by the
municipalities, to inform interested developers about the RFP and the terms and conditions of the proposed public/
private partnership.

14.2.6 Assist the Municipalities in Conducting a Pre-bidding Conference

Upon the release of the RFP, or shortly thereafter, technical assistance should be provided to the municipalities
in organizing and conducting a pre-bidding conference. As noted above, the pre-bidding conference would be used
to inform interested developers about the RFP and the terms and conditions of the proposed project(s).
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14.2.8 Provide Training to Private Developers in Responding to the RFPs

Private developers in Stara Zagora and Rousse require basic assistance in reviewing, evaluating and
responding to RFPs. The most appropriate means of delivering such assistance is through a workshop for
interested private developers in each municipality. The workshop would be used to disperse technical assistance
throughout the private development community and is a preferable format to direct assistance to a single
developer. Topics of technical assistance to developers would include: reviewing the RFP; conducting market
research; preparing preliminary designs; preparing financial feasibility studies; and, assembling and submitting
proposals.

14.2.10 Assist Municipalities in Evaluating Developer Submittals

Municipalities will require assistance in reviewing, evaluating and selecting developer submittals. During the
workshops, the need to establish a proposal selection committee was discussed extensively. It was suggested by
both municipalities and private developers that an independent advisor (i.e. an ICMA/PADCO team member)
should be involved in evaluating and selecting winning  proposals. This involvement would lend a greater degree
of transparency to the process and could provide additional training to municipal staff. Evaluating the financial
feasibility of proposed projects has been identified as a key capability the municipalities require. Underwriting
analysis provides the basis for the city to assess the intrinsic value of a project and determine the appropriate
parameters of project feasibility available to a developer. This function also provides the basis for determining the
level of subsidy that may be required by the developer in order to achieve municipal objectives.

14.2.12 Project Refinement, Negotiations and Management

Once a developer has been selected, the ICMA/PADCO team may be able to add significant value by helping
to refine the development concept, the design and the proposed deal structure between the developer and the
municipality. The team's experience in residential development and the structuring of public/private partnerships
will be most beneficial when applied to a specific project.

In terms of project management, helping the municipalities set up procedures to review internal permitting and
other regulatory functions would benefit the projects at various stages of implementation. In addition, contract
enforcement techniques and review systems need to be in place before agreements are concluded with developers.
Technical assistance should address the municipalities' needs for simple critical path analysis, project tracking,
negotiation and coordination across departmental lines of responsibility.

At the end of the 6-9 month period, it is believed that, through the ICMA/PADCO housing demonstration
program, construction of actual housing units will be underway in Stara Zagora and Rousse.

14.4 Important Parallel Activities

Each municipality should designate appropriate staff members as having long term responsibility for planning
and managing the demonstration projects and for the enlarged programs that should follow. These individuals
would be the primary recipients of the technical assistance and would be joined by others as the situation and job
responsibilities might require. As appropriate, representatives of the private sector should also be included in the
technical assistance program along with the public sector participants.

With the concurrence and leadership of the mayors, it is suggested that a Housing Demonstration Coordinating
Council be established for the duration of the demonstration project. With the Chief Architect acting as the chair
of the council, it should include the heads of the other departments with direct and/or advisory roles to play. These
would include: Economic Policy and Privatization, to possibly assist with surveys, analysis, property management
issues; Municipal and State Property, to assist with clarification of ownership issues and with property
disposition; Finance and Budget, to focus on alternative sources of funding for municipal participation in the
project and analysis of capital requirements for infrastructure; and the Legal Advisor to review the legalities of the
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process and prepare disposition papers for the project. These departments should designate one or more staff to be
project liaison officers who would become the primary participants in the ongoing technical assistance and
training that may be provided by the ICMA/PADCO team.

14.4.2 Training and Information Dissemination

During the course of the demonstration program, needs for training in specific areas will arise that should be
addressed in order to assure effective implementation of the program as well as to contribute to the development
of local institutional capacity over the long-run. Workshops and other forms of training sessions will be needed in
the areas of construction planning, housing demand analysis, permit and other regulatory processes,
comprehensive planning (with particular emphasis on development of a long-term housing strategy), and financial
management and capital budgeting. As a part of the demonstration program, ICMA will meet these training needs
by conducting workshops/seminars during field missions for appropriate city officials. Representatives from the
private development community will also be invited, as appropriate, to workshops covering relevant topics.

There is also the need to disseminate the results of the technical assistance and training to other Bulgarian
cities. As noted earlier, Burgas and Pleven have a strong interest in undertaking similar housing development
programs. During the course of the demonstration program, ICMA will identify vehicles through which
information on the program can be made available to other cities. Specific ways in which this can be
accomplished are: inviting officials from surrounding cities to workshops that will be held in the two
demonstration cities; developing monographs on the topics covered in workshops; and exploring the possibility of
an institutional relationship with a Bulgarian municipal association which can provide information on the program
to its members.

14.4.4 A Handbook for Development Through Public/Private Partnerships

One important way in which the information can be disseminated to Bulgarian cities is through the creation of
a handbook which covers all aspects of housing development through public/private partnerships. Based on the
work done in Stara Zagora and Rousse, the handbook could be extremely useful in promoting private development
of municipal land in cities throughout Bulgaria as well as other Central and Eastern European countries. It could
be a practical guide that could be used in various contexts with minimal additional technical assistance.
Practitioners in Stara Zagora and in Rousse who will have been through the process could also be identified as
local resources for future technical assistance requirements of other municipalities. The handbook could detail the
process of structuring public/private partnerships by providing training and examples in the following areas:

Establishing Municipal Objectives for Private Development of Public Land.

Identification and Evaluation of Municipal Sites.

Preparing and Issuing an RFQ and RFP.

Evaluation of RFQ/RFP Submittals.

Negotiating a Development and Disposition Agreement.

Techniques for Market and Financial Analysis.

Managing the Development Process

The handbook could also include presentation materials such as slides or overhead transparencies and standard
outlines that could be used for conducting future workshops and training sessions.

14.6 Long Term Considerations

In planning for a longer term program of technical assistance to build institutional infrastructure and
management capacity to develop housing, the external constraints noted previously should be addressed. It is
important that decision makers be helped to understand the linkage of national policies, laws and practices with
local government's ability to help stimulate economic growth and social stability.
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Building on the work of the demonstration program, among the many related issues, a long term strategy
should include consideration of the following:

Defining the need for municipal enabling laws and/or charters;

Developing regional and national real estate markets to attract foreign investment;

Assisting in the development of a construction lending and mortgage banking system;

Formulating economic development processes and strategies to promote economic stability;

Creating a national municipal association to help institutionalize capacity building for public/private
management; and

Working with local educational institutions to undertake research projects and curriculum development
directly related to the needs of municipalities and the private sector for planning, housing and economic
development.
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APPENDIX A

MEETINGS WITH THE MUNICIPAL DEPARTMENTS
OF STARA ZAGORA AND ROUSSE
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APPENDIX B

WORKSHOP AGENDA:
FACILITATING PUBLIC-PRIVATE RESIDENTIAL DEVELOPMENT PROJECTS
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APPENDIX C

LIST OF WORKSHOP PARTICIPANTS
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APPENDIX D

RFP FOR HOUSING PROJECTS IN BOSTON, MASSACHUSETTS
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APPENDIX E

DEMONSTRATION PROJECT:
DEVELOPMENT AND PLANNING SCHEDULE
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APPENDIX F

MUNICIPAL OBJECTIVES:
ROLES AND RESPONSIBILITIES IN PUBLIC-PRIVATE DEVELOPMENT PROJECTS
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APPENDIX G

ADMINISTRATIVE STRUCTURE:
ROUSSE MUNICIPALITY
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APPENDIX H

ADMINISTRATIVE STRUCTURE:
STARA ZAGORA MUNICIPALITY
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APPENDIX I

REGULATION No. 7
CITY OF ROUSSE


